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China Will Become the World's
Most Attractive Investment
Destination This Year

- Page 2

Foreign investors see China as their
preferred route through the tough economic
recovery as Western Europe struggles with
meagre growth, a report showed on
Wednesday. China was ranked the most
attractive  foreign  direct  investment
destination for 2010, edging ahead of
Western Europe, in an Ernst and Young
(E&Y) survey of 814 companies released
on Wednesday.

(Contributor: Tony Zhou)

China promotes new-energy vehicles
in 7 more cities - Page 6

China is promoting clean-energy vehicles for
public transportation in seven more cities on top
of the 13 cities that began promoting such
vehicles last year.

(Contributor: Pan Lei)

China may levy property tax - Page 6

The Chinese government has signaled that it will
"gradually" levy tax on holding of property.

(Contributor: Pan Lei)

China Private Investment Support Plan
to Boost VC/PE Industry - Page 3

China's venture capital (VC) and private equity (PE) funds will
face greater opportunities in development, as the State
Council, or the cabinet, has vowed to expand the investment
scope of private capital in a document published on Thursday.

(Contributor: Tony Zhou)

China FDI up 11.28 pct in first four months
- Page 3

The foreign direct investment (FDI) in China reached
30.789 billion U.S. dollars in the first four months of this
year, an increase of 11.28 percent from a year earlier, the
Ministry of Commerce said Friday.

(Contributor: Pan Lei)

China Tightens Control of Rare Earth
Resources - Page 4

China’s Ministry of Land and Resources will shortly launch
series of policies to integrate China’s rare earth industry,
according to government sources. Under the proposals,
mining rights for rare earth elements will be restricted to
only a handful of state-controlled mining companies.

(Contributor: Pan Lei)

Private-Equity Firms Go Farming in China
- Page 5

Food-safety concerns and a rising consumer class have
China’s buyout and growth capital investors heading out to
the farm.

(Contributor: Pan Lei)



World News

Ernst & Yong Report: China Will Become the World's
Most Attractive Investment Destination This Year

Foreign investors see China as their preferred route through the tough economic recovery as
Western Europe struggles with meagre growth, a report showed on Wednesday. China was
ranked the most attractive foreign direct investment destination for 2010, edging ahead of
Western Europe, in an Ernst and Young (E&Y) survey of 814 companies released on
Wednesday.

China has improved their scores from 2009, when risk aversion was strong.I In 2010,
investors look at a forecast global growth of 4%, see that only 1% is likely in Europe and turn
theireyesto high-gr owt h mar ket s, ” s aiCdinats &lkey gawth areao
for European firms such as Siemens AG and Peugeot.

At | east hal f of the survey’'s respond
unchanged from 2009, but with an increasing number of undecided. Some 85% of those |, ¢ j n g
polled already operate in Europe. Worries over debt-stricken euro zone countries such Greece

have cast doubts over foreign direct investment into south-e ast er n Eur o
economies.

Even the euro zone’'s strongest economi
as banks stay cautious on lending, said E&Y. The economic slump saw new foreign
investment projects fall by 11% in Europe in 2009, to 3,303, though a fourth quarter pickup
could mean a better 2010, its report said.

China was the third biggest foreign investor into Europe in terms of job creation in 2009 and
was the eighth biggest in number of projects, according to the E&Y survey.

Source: By Reuters



China Private Investment
Support Plan to Boost VC/PE
Industry

China's venture capital (VC) and private equity (PE)
funds will face greater opportunities in
development, as the State Council, or the cabinet,
has vowed to expand the investment scope of
private capital in a document published on
Thursday.

The cabinet said it would open water projects,
power generation, mining, and logistics -- currently
mainly state controlled -- to the private sector.

It also reiterated the opening of sectors announced
at a State Council executive meeting in March,
including education, welfare, transport
infrastructure, telecommunications and energy,
public utilities, scientific and technological programs
for  national defense, affordable housing
construction and cultural industries.

VC and PE funds find it most attractive to enter the
culture, tourism and sports sectors, as well as
education and training, as these sectors have lower
access thresholds and low risks, said Luo Juanni, an
investment manager. The power, petroleum and
natural gas industries are less alluring as they
involve large investment and high risks and have
higher access thresholds. However, the opening of
the industries that have long been dominated by
state-owned companies presents valuable chances
for large private funds, she added.

Despite the pledge to expand investment channels
for private capital, China still lacks detailed rules
supporting the VC and PE industry, experts said,
urging an early formulation of such rules.

Without detailed rules, it is still hard for private
capital to move into the opened areas, said another
industry insider.

Source: By Xinhua News Agency

China FDI up 11.28 pct in
first four months

The foreign direct investment (FDI) in China
reached 30.789 billion U.S. dollars in the first four
months of this year, an increase of 11.28 percent
from a year earlier, the Ministry of Commerce said
Friday.

April alone saw a 24.69 percent growth in FDI to
7.346 billion U.S. dollars, according to a statement
published by the ministry.

The FDI growth rate in the first three months was

7.7 percent year on year, and that for March alone
stood at 12.08 percent.

Source: By English. news. cn



China Tightens Control of Rare

Earth Resources

China’s Ministry of Land and Resources wil/| S
industry, according to government sources. Under the proposals, mining rights for rare earth elements will be
restricted to only a handful of state-controlled mining companies.

China’s government is speeding wup rar e elmmgaining
power on the international market.

China is the world’'s | argest rare earth produ
rare earth reserves. Despite its monopoly over global rare earth resources, officials complain that China has a
weak international bargaining position.

China’'s rare earth price hit an average of RM
20% since 1979 despite soaring demand, which has trebled to 120,000 tons per year in the past decade. Rare
earth elements are used in consumer electronics goods and green technologies.

The U.S. is home to the second-largest rare earth reserves in the world but has long since stopped exporting the
stuff, and is now reliant on imports from China.

China began to impose stricter controls on the industry in 2000 when it issued licenses to 200 enterprises, and
later imposed tougher criteria, including minimum registered capital requirements. Earlier this year, the
government capped production levels for 2010 and imposed a moratorium on all new mining licenses until June
30, 2011.

At the same time the Chinese government has started rare earth exploitation integration and plans to transfer
exploitation rights to companies that can handle both mining and processing, the majority of which are state-
owned.

Inner Mongolia Baotou Steel Rare-Earth High-Tech Co. Ltd. (600111.SH) is expected to monopolize reserves
of light rare earth elements in the autonomous region, the China Daily reported, citing industry analysts. The
company controls rare earth resources in the northern parts of the country.

China Minmetals Corp. and Aluminum Corporation of China Ltd. (601600.SH, 2600.HK, NYSE:ACH) are
likely to control the major reserves of middle and heavy rare earth in Jiangxi province.

Jiangxi Copper Corp. and China Nonferrous Metal Industry's Foreign Engineering & Construction Co.
(000758.S2) will likely control the reserves in Sichuan and Guangdong provinces, respectively.

Source: By 21cbh



Private-Equity Firms Go Farming in China

Food-safety concerns and a rising
consumer class have China's buyout and
growth capital investors heading out to the
farm.

From fertilizer, food logistics and shipping,
to milk, meat and snack producers, to rice
and potato farms, China's staples and
processed-food industries are attracting
investors. It is a movement of capital that
is a major change in a country where
historical events have been tied to land
reform.

According to data provider Dealogic,
private investment firms and corporate
acquirers spent $932 million in 2009 on
investments in the agribusiness and food
and beverage industries in China, up from
$189 million in 2008. Investment this year
is on track to be even bigger, at $611
million through April.

Recently, a consortium of buyout firms,
including Atlantis Investment Management
Ltd., Blackstone Group LP, Capital Group
Cos., Warburg Pincus LLC and Orchid Asia
Group Management, invested $600 million
in China Shouguang Agricultural Product
Logistics Park, an agricultural products
trading center; while Hopu Investment
Management Co. put about $150 million
into hog butcher China Yurun Food Group
Ltd.

Deals such as these come on the heels of
others, including a $791 million
investment by Hopu and others in China
Mengniu Dairy Co. Ltd.; an investment in
Ma Anshan Modern Farming Co. by
Kohlberg Kravis Roberts & Co. to help the
dairy company build large-scale farms in
China; and investments by SAIF Partners in
potato company Landun Xumei Foods Co.,
corn company lJilin Sky-Scenery Food Co.
and an undisclosed rice company in
China's Heilongjiang province on the
border with Russia.

China's long-term consumption habits
are shifting from local fruit and
vegetable vendors to Western-style
supermarkets, a trend that has
accelerated after a rash of food-related
scandals in the country, according to
several deal makers.

Additionally, foreign and local food
companies are both seeking to find
more of their ingredients locally. In the
past 10 years, a lot of the major brands
in China, or the branding business, has
come from foreign players, and Chinese
companies in the last five have started
to catch up. Now it's about those brands
trying to source more locally.

A strong initial-public-offering market in
this sector is also luring investors. In
2009, 15 food and agriculture companies
had public offerings in Hong Kong and
local Chinese markets, reaching a total
market capitalization of more than $2
billion. Local investors such as Shenzhen
Fortune Venture Capital Co. and Jiangsu
Venture Capital Co. did well with the
IPOs of poultry company Fujian Sunner
Development Co. and liquor maker
Jiangsu Yanghe Brewery, respectively.

Another factor is the sector is less
subject to upheavals associated with
global imports and exports, thanks to
the rising income of China's citizens and
its steady domestic demand for
increasingly scarce resources, Prax's Mr.
Xu said. Recent government policies
should allow more Chinese farmers to
consolidate land into larger, potentially
more productive tracts.

Historically, farming in China has been
done on tiny, nontransferable plots
maintained by a single family, which
would consume most of the output.

But in the past decade those
restrictions have been eased, with the
government allowing rural landowners
to lease their land to other people for a
longer time period. These leasing laws-
a shift from the way land was viewed
by China's political leaders-are helping
to pave the way for agricultural
consolidation and greater productivity,
investors said.

Private-equity investors are helping to
move land consolidation and the
industry's professionalization along.
Prax, which has passed on deals raising
hogs, selling seeds, cultivating crops,
and harvesting trees in the past two
years, made its first investment in the
sector in mid-April, providing $15
million in financing for fertilizer,
pesticide and fungicide maker Rotam
Global Agrosciences Ltd.

The company is uniquely positioned,
Mr. Xu said, because it is one of only a
few Chinese companies to sell
pesticide, fungicide, and fertilizer
solutions off the shelf. Most of the
several hundred agrochemical
companies in China sell active
ingredients to farmers that then must
be mixed on the farm.

Beijing-based SAIF is investing similarly,
but in farming companies themselves.
Potato  harvesters, organic rice
producers and corn-processing
companies have all found their way
into SAIF's portfolio lately, including a
recent $25 million investment in
Landun Xumei, a supplier of potatoes
to restaurant chains.

Source: By Jonathan Shieber(The
Wall Street Journal)



China News

China promotes new -energy
vehicles in 7 more cities

China is promoting clean-energy vehicles for public
transportation in seven more cities on top of the 13
cities that began promoting such vehicles last year, the
Ministry of Finance (MOF) said Wednesday.

The seven cities include Tianjin, Haikou, Zhengzhou,
Xiamen, Suzhou, Tangshan, and Guangzhou.

The 13 cities, including Beijing, Shanghai, and
Chongging, started promoting hybrid, electric, and
energy-efficient vehicles in 2009 for taxi, bus,
sanitation and post office use.

The MOF will provide subsidies to provincial and
municipal government finance bureaus for promotion
of such vehicles, the statement released by the MOF
said.

Local governments will have to apply for the funding
based on a promotion plan. The statement did not
elaborate on the total amount of funding or a time
frame for the program.

China on Tuesday released details of its green-car
subsidy program that is designed to boost the nation's
auto industry and cut vehicle emissions.

Subsidies of up to 60,000 yuan (8,784 U.S. dollars) will
be given to buyers of pure electric vehicles in cities
taking part in the pilot program, Shanghai, Changchun,
Shenzhen, Hangzhou and Hefei.

Buyers of plug-in hybrid cars will receive up to 50,000
yuan in subsidies.

Source: By English. news. cn

China may levy
property tax

The Chinese government has signaled that it will
"gradually" levy tax on holding of property.

The tax, which is similar to a property tax in other
countries, is expected to increase the cost of holding
more than one apartment and help prevent speculation.

The State Council, China's cabinet, has approved
guidelines on the systematic reform of the economy
submitted by the National Development and Reform
Commission, which included the clause "gradually push
the reform of tax on holding of properties".

Speculative property holdings have been blamed for
soaring home prices, which the government has tried to
rein in through a series of measures.

China's key stock index fell 2.4 percent on Monday on
concerns the new tax could hurt the real estate sector.
The benchmark Shanghai Composite Index ended at
2,592.1 points, making it one of the worst performing in
Asia, down 21 percent on the year.

A government source told China Daily that the tax would

be levied on State-owned properties, starting with
Wuhan, capital of Hubei province, on a trial basis.

Source: By English. news. cn
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